SUPPLEMENT TO THE ECONOMIST," October 21,* 1933. 
EEE 


Che Economist 


AN INDEX OF BUSINESS ACTIVITY. 





THe InpEx or Busrvess ACTIVITY (CHART AND TABLE) 
THE CoMPONENT SERIES (TABLES) 


This Supplement is devoted to the presentation and description of our new Index of Business Activity, which was referred 


to in a note on page 274 of the Economist of August 5, 1933. 


The Supplement contains charts and figures not only of the 


final index but of each of the component series, together with a description of the methods of calculation. Comment on the 


lessons to be drawn from the index will be found in a Leading Article in this week’s issue. 
the index number in each issue of the Monthly Trade Supplement which is included in the ECONOMIST on the 


of each month. 


CONSTRUCTION 


Tne Index of Business Activity is composed, in the main, 
of the indices which have for some years past been printed 
in our Monthly Trade Supplement. These indices are all 
based upon the year 1924 and are available from the 
beginning of that year. It was thought that, with nearly 
ten years’ figures to draw upon, the combination of these 
indices into one index, intended to show the fluctuations 
in the whole economic activity of the country, would be 
possible. Various statistical difficulties, however, had to 
be surmounted. The indices hitherto published in the 
Economist have always been corrected, where necessary, 
for price fluctuations, but no attempt was made at their 
inception to remove the seasonal fluctuation. This has 
now been done for each series separately. The years 
during which the figures are available, however, do 
not provide a particularly good criterion of *‘ normal ”’ 
seasonal fluctuations. They include the General Strike 
and the coal dispute of 1926 and the wholly abnormal 
conditions of the last three years. It has been thought 
best to take as ‘‘ normal’’ for most of the series 
the four years 1924, 1925, 1928 and 1929 together 
with a ‘‘ composite year ’’ made up of the first four 
months of 1926 and the last eight months of 1927. This 
is admittedly a narrow base for computing ‘‘ normal " 
seasonal movements, but the only alternative seemed to 
be postponement of the construction of the Index in the 
possibly vain hope that a greater number of normal years 
would shortly be available. In some series the seasonal 
fluctuation is changing (e.g., Postal Receipts) and it would 
be impossible to apply the same correcting factors through- 
out the period without distorting some of the years. The 
question of seasonal fluctuations will have to be recon- 
sidered when the Index comes up for revision. In the 
meantime, it is felt that although the seasonal corrections 
which have been applied may not be precisely accurate, 
they are the best that can be achieved with the available 
material; the final Index does not give any indication of 
suffering from seasonal distortion. 

The indices have hitherto been printed in the form of 
three-months’ moving averages. For the purpose of com- 
puting the combined Index, however, the actual monthly 
figures have been used, and these figures, corrected for sea- 
sonal fluctuation and for price movements, where neces- 
sary, will be printed in the Trade Supplement in the future 
in place of the former series. Of the eighteen existing series, 
two were rejected as unfit for inclusion in the combined in- 
dex. These were the index of Rubber Consumption, whose 
fluctuations are too violent and arbitrary, and the index 
of Foreign Trade Turnover, which is only available quar- 
terly. In their place, two new indices have been included, 
those of Motor Vehicle Registrations and Building 
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Activity. These indices, although based upon the averag: 
of the year 1924, are not available in monthly form before 
June, 1928, and March, 1928, respectively. Annual 
average figures are, however, available for the missing 
years. For the period between 1924 and 1928 it has con- 
sequently been assumed that the progress shown by the 
annual figures was achieved at a constant rate between 
June of one year and June of the next. This, again, is 
an arbitrary assumption, but one which had to be made 
if these two series were to be included. The effect of the 
inclusion of these two series in such a form is, therefore, 
to modify very slightly the trend of the Index for the four 
years in question, but not to affect in more than an 
insignificant degree the month-to-month movements. 

The Index is composed of eighteen component series 
A brief description of each of these follows :— 

Employment (four series).—These indices are constructed from 
the Ministry of Labour figures of the number of insured persons 
in employment. The ‘‘ Heavy Trades ’’ index, includes coal-mining, 
the metal trades and shipbuilding. The ‘ Distributive Trades, 
etc.,”” index includes the clothing trades, transport and public 
utilities, food, drink and tobacco and the distributive trades. 

Consumption of Coal.—This index represents the output of coal, 
in tons, less exports (including foreign bunker coal) and an allow 
ance for consumption of coal in the production of iron and steel. 
Corrected for seasonal fluctuation. 

Consumption of Electricity.—Based on the B.E.A.M.A. index, 
corrected for the gradual transfer from private to public generation 
and for seasonal fluctuation. 

Merchandise on Railways.—Based on the figure of general mei 
chandise carried on standard-gauge lines of Great Britain. The 
figure is in tons and excludes livestock (except for the years 
1920-23), coal and other minerals. Corrected for seasonal 
fluctuations. 

Postal Receipts.—Based on the Post Office figures of monthly 
receipts. Corrected for seasonal fluctuation. 

Motor Vehicle Registrations.—Based on the Ministry of Transport 
returns of vehicles registered for the first time. Motor-cycles are 
excluded. For the years before 1928 annual figures for production 
plus imports less exports have been used. Corrected for seasonal 
fluctuation. 

Building Activity.—Based on the Board of Trade indices of 
building activity in dwelling-houses and other forms of Fuilding 
in 146 towns, excluding London. A composite index is constructed 
by weighting the Board of Trade ‘‘ dwelling-house’’ index twice as 
much as the ‘‘ other buildings ’’ index. This composite index is then 
corrected by a specially calculated index of building costs. A three 
months’ moving average is then calculated. since the indices refer to 
plans approved, and the actual volume of current activity depends 
upon plans approved for some time previously. Finally, the index 
is corrected for seasonal fluctuation a 

Consumption of Iron and Steel.—Based on the output of pig iron 
plus the pig equivalent of imports less the pig equivalent of exports. 

Consumption of Cotton.—Rased on net imports with an allowance 
for variation in stocks of raw cotton at Liverpool. Corrected for 
seasonal fluctuation 

Imports of Raw Materials.—Based on the value of imports les 
re-exports. corrected by the Board of Trade quarterly index of 
average prices. Corrected for seasonal fluctuation 

(Continued on back page.) 
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(Average of 1924 = 100). 
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102-1 90-4] 89-4] 82-7] 83-5] 95-3 103-2 | 102-9 
104-3 ... | 82-7] 87-4] 83-3] 83-5] 92-9 102-8 | 103-4 | JO 
101-0 | 102-5 | 76-8] 83-3] 84-2] 83-4] 93-1 104-3 | 103-4 
101-2 | 102-2 | 57-8] 72-4] 85-9] 84-5] 93-7 105-2 | 104-1 
93-9 | 98-7 | 51-1] 61-9] 88-8] 86-3] 91-9 73-0 | 94-2 
104-5 | 99-9 | 54-4] 54-4] 87-0] 87-2] 98-3 84-9 | 87-7 
99-3 | 99-2 | 72-5] 59-3] 88-1] 88-0} 90-7 86-2} 81-4 
101-2 | 101-7 | 80-6] 69-2] 95-3] 90-1] 94-5 89-8 | 87-0 
101-6 | 100-7 | 81-5] 78-2] 89-3} 90-9} 93-3 91-9| 89-3 
86-9 | 96-9 | 78-6] 80-2] 91-9] 92-2} 95-8 91-5} 91-1 20 
88-8 | 92-4] 83-5] 81-2] 94-6] 91-9] 97-1 94-2 | 92-5 
89-0 | 88-2] 84-4] 82-2] 88-8] 91-8] 96-3 95-6 | 93-8 
Year 97-8 74-5 88-3 94-4 93-6 





A.—Monthly Index. B.—Three Months’ Moving Average of A. 
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l | 
| 3920. 1921. 1922, | 1923, 1924. 1925. 1926. | 1927. 1928. | 1929. | 1930. | 1931. | 1932. | 1933, 
| | | { Janu: 
January ........) 104 96 90 | 9% | 98 } 100 =») «102 102 1044 104 106 98 984 98 Febri 
February ...... 1054 94 Cd 904 963 | 993 100 102 103 105 1044 105 98 99 98 Marc! 
March | 106 | 91a 92 97% 100} 100 103 104, 106 107 105 984 100 99 April 
April ...... | 1064 86 92 97} 100} 101 104 105 106 107 105 99 99 100 May 
May . 106 83 | 93} 98 101 101 88 106 106 107 104 100 98 101 June 
June ... 106 84 94 98 101 100 884 106 105 108 104 99 98 102 July 
«Seana 106} 89) | 954 98 1003 101 89 105¢ 104 108 102 98 98 102 Augu 
August ......... | 106 92 | 954 98 100 100 90 105} 104 108 102 98 97 103 Septe 
September ..... 1053 | 934 | 954 98 100 1004 93 105 1044 108 101 98 98 fen Octo! 
Octoher ......... 102 | 93 CO 96 98 99} 101 92 105: 104 108 100 99 99 2 Nove 
November . 103} 90 | 96 98 100 102, | 93 105 104 1074 100 99 98} bes Dece 
December ...... | 994 | 8g 954 | 99 | 100 102} 100 105 105} 1073 99 100 99 & Ye 
Year ........./° 105 | 90 | 94 CO 973 | 100 1003 | 999 | 105 105 107 1023 99 984 ae 
alee ‘ : RES ____EMPLOYMENT—HEAVY TRADES. Janu 
January ........ es ) aa | { 1003 96 93 87 86} 823 85 73 64 63 Febr 
February ...... = | 103} 94 934 88} 86 85 844 71 63¢ 634 Marc 
March............ ; 104 93 934 884 86} 87 84 67 644 63 Apri 
EE i sectiisiss 1034 924 943 87 854 854 82 68 61 61 May 
May ....... 103 90 274 884 83 84 78} 67 60 58 June 
PEED jodsesve 1014 83 27 87 79} 83 77 61 544 61 July 
July .. 100 90 28 85} 17 83 73 61 55 59 Augi 
August... | <a | 98 84 31 86 78} 84} 15 63 544 | 60 Sept 
September ..... fe V4 es oes 97} 83 34 86} 804 85 74 63 57 Octe 
October ......... aes 96 86 39 863 784 844 714 64 59 Nov 
November .. : ; 964 894 454 86 78 844 74 65 59 Dece 
December ...... a. aan 96 92 794 864 83 844 72% 66 63 Y 
Wear ......... a ee ee \ 100 894 57 87 82. | ~«B4h 77 653 59} == 
EMPLOYMENT—GENERAL INDUSTRY. = 
January = ee 97% 1014 1034 103} 107 1063 106 94 95 | 93 Keb 
February ...... | an aes | 984 1014 104 1053 108 105} 105 944 96 94 Mar 
aS ; | ee 100 102 105 1074 109 109} 104 96 98 95 Apr 
April ............ | a 4. dos | 100 102 106 108 109 110 104 97 98 96} May 
May a ae oe 1004 103 98 109 109 110} 103 97} 95 99 Jun 
June .. mm . ~— | 1004 103 974 109 108 1104 102 964 95 100 Tuls 
Bs. coceass te = oT Fe 100 102 97¢ 1084 107 1104 101 95 94 100 Aus 
August ......... oe =| 998 1024 99 1084 107 110 100 94 94 101 Sep 
September ..... | 4 a 100 103¢ 994 108$ 107 110} 993 94 94} si Oct 
October ......... Dae 8 oe | 100} 1044 100} 108 108 110 99} 97 964 ei Nov 
November .... | ee .. | 101} 1044 | 1004 1074 108 1093 983 97 96} = Dec 
December pene a | 1014 104} 1034 1074 108 109} 96 974 96 = : 
ee oe en ee 100 \( 103 | #+4W01 + (¢ 107% (~ 108 1093 101} 96 el eee — 
EMPLOYMENT—DISTRIBUTIVE TRADES, &c. RM Tan 
January ... i ae 974 100 | 103% 105 1084 1093 112 lll; 114 115 Fel 
February........}  ... Se eu 98} 100 | 104 106 109 110 112 112. | = 1143 115 Mat 
March............ i — oe ao 99 101 | 105 107 1093 111 112 114 | «6115 | Ay 
BEN sc sssebiesscn et a te 99} 102 106 108 110 112 112 11s | = 116 118 Ma 
DAs cccccccce owen na. oo oh 100} 103 1034 109 110 113 113 115 | 116 119 oa 
June a sik 101 104 104 109 110 1123 1134 160 | 117 120 Tul 
DB incise x ies 101 104 104 109} 110 114 1134 1160 | (117 120} ie 
August ...... ; ee ; 100 104 104 1094 110 114 113 116 117 121 Sey 
September ..... o ae 100 104 1044 109} 110 114 1124 115 | 117 ay Oct 
October ......... ee ae 100 1034 104 109 110 113 112 1144 |) «#117 No 
November ae - 100 103 104 109 109} 1123 lll 1144 | 116 De 
December ...... a ne 100% 1044 105 109 110 113 111g | 1144 | 117 
UE aitas nae oars ee 100 103 104 108} 109} 1124 | 1128 1144 | 116 = 
CONSUMPTION OF COAL. - ; aaa 
January... ; 89} (9%) 94 914 1004 994 96 94 1004 96 Tr Ja 
February ...... 1003 | 88 91 | 86 1044 94 95 92 93 964 94 91} 844 | 874 -, 
Steet 923 | 86} 92 844 101} 94 98} 94 96 924 924 86 87 88 7 
ee 101 | 12 86 | 83 103 90 lll 93 85 94 96 93 92 | 77 Mw 
May ...... 99 lk 100 84 111 98 —13 98 91 864 104 844 | 81} 83 Tu 
BED co siniscssnn 120 86 111} 924 95 15} 102 97 101 87} 97 | 91 | 85 ~ 
| een 109 109} 92 88} 100¢ 108 323 99} 853 90 88} 873 81} 724 , 
August ...... a 118 114 113 98 1014 914 53 101} 90} 98 113 83} 824 | 80 a 
September ..... 108 | 96 87h 924 105 92 60 101} 92 94 97} 864 844 |. oO 
October ......... 87 86 95 98 101 98 59 | 97 93 97 97 88} 80) |... Ni 
November ..... 93 97 98 114 97 93 644 | 98 98 98 96 94 90 Sa > 
December ...... 73 94 87 88 93 101 118 118 80} 94 93 6 94 xe , 
Year ......-.. 99 1 6 9 TOSS 100 | 9% 66 go (oy 9s 8 ee = 
CONSUMPTION OF ELECTRICITY. sa eee _ 
January } | ae 973 973 97} 104 106 109.) +107 +, +104 +} 105% lll qi 
eee ‘a | 98 984 98 102 104 1144 109 1014 104 107 F 
March. .......... 101 98 97 100 1044 1ll 106 1024 105 101 M 
| eee 102 993 993 103} 108 109 106 1004 102 104 A 
May 101 100 794 107 106 110} 100 99 | 100 | 102 M 
June oe 1044 98 87 106 106 112 1003 99 | 983 103 J 
i nag 1034 1004 85 107 108 112 105 102 | 103 110} J 
Ausust ......... 104 102 92 105} 106} 110 99 103 | 99 108} A 
September ..... | 100 101} 86 106 109 112 1034 100} 1014 a S 
October ......... 97 99 92 106 107 110} 964 105 | 108 os 0 
November ..... 98} | 100} 90} 103} 105 110 102} 105 | 107 as N 
December ...... 7 a Ba ae 95 | 99 | 964 108 1083 | 110 102 1044 | 1063 ick D 
1 eee 99% | Ol} 105 J" Toes I TT 0s S02 Sse _—=t 3 
MERCHANDISE ON I  inearomseganeeceneiarenaeen _ State : 
January........) 124 | 9% 85 984 | 93 104) «97 8; 9 ) 9 ) 99 ) 82 ) Th) Ol J 
February ...... |} 120 | 92% 88 | 92; | 103% 99 100 | 95} | 86} 90} 76 74 «| ~~ «67 F 
March.......... [ a 4 89 93 95 | 994 97 105 1044 95 | 89} 814 17 64 «| 60 N 
April ........... | 332 | 85 83 | 94 | 100} 964 101 87} | 99 91 194 674 62 A 
May .... | 109 | 66 91 955 | 1025 95 504 101 92 | 94 90 714 604 644 d 
A | ay 4 70 854 99 | 96 964 90¢ 99} 944 954 85 83 66 634 J 
| 1 wet 73 83 88 | 103 99 79 953 89 97 90 80 65 =e J 
August ....... } 112 92 93) | 100 | 984 93 804 1014 944 98 83 75 | 634 ; 
September...... 117 91 92 | 95 | 102 100 85 99} 390 94 85 79 | 62 | $ 
October .........{ 101 | 824 904 | 99 102 96 81 94 93 95} 844 79 | 58 ( 
November ..... | 104 | 89 97 | 100 98 97 89 | 1014 95 95 79% 79% | 60 } 
December ...... | 103 | 85 _ 934 | 95 | 99 | 102 _ 934 | 893 | 98 834 814 63 | ] 
Year ......... { lize | 84 | 8% | #96 100 ee ee 3 923 | 95 874 783 | 64) | 
: POSTAL RECEIPTS. 
cen we Pe f 99 104 ;~=«2109'=Si«)”~S«*C:'Y 117} “| ) 15s) 121; 119% |; ~ 1ig 120 
February ...... oll ee 99 1044 | 109 | 1094 115} 1134 118} 120 | 118 | 1193 
March..........-. 98 104 | 109% | 110 115 115 118 120 115 119 
a eds oe 101 | 103} 107. | =:1104 114 117 119 117} 117} 118 
ON ees Sicuain | 100 104 81k 1104 1104 1144 117 115 114 118 
> ap ciecnalaai 102 103} 104 108 112 115 116 1174 | = 113 117 
BAIT cs cnsesnvovs Lh weep. ol 102 | 104 102 109 112 1164 1174 115 | = 1144 115 
August ......... : - F 1014 | 104 1033 1094 1133 115 1144 114 113 1153 
September ..... |... 101 1044 1024 109} 1123 113} 1153 1124 | 115 a 
October ......... | 99 101 102} 108} 116} 115 1144 110 | 113 
November ..... 98 102} 105} 109 115 1154 115 116} | 115 
December ...... | 99 1034 105 | 108 | 1124 120 118} 118 1184 
Year ......... | { 100 | 1034 103} | 109} | 114 | J15p 118 1164 |" 115} 
MOTOR VEHICLE REGISTRATIONS, 20 —“(—s—s—s 
j ; 7x “a 8 ae na tae 2 hE ce 2 ee ee 8 ee ee 
as iene 148 162 130} 127 1304 
reh 149 138 134 1234 154 
a 149 148 129 129 148 
aaa 171 148 123, 1144 156 
June |........... 143 162 137 130 129 165 
noe 139 165 138 138 126 154 
August ......... asst 168 132 114 138 Ava 
September 124 147 158 1224 154 
October 135 138 146 135 154 
November 142 145 135 129 155 
December te ne 1324 131 146 139 161 
Year ......... 100 | 120 | 136 1514 | 145 130} 137. 
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BUILDING ACTIVITY. ; 
° | 1920 1921. | 1922. 1923. a 1924. ae 1925. _ 1s. | 1907. | 108. | 192. | 1950. | 1931. 1932. 2. | 39 1933. 
! 

BEE eecacee om ee 130 152 129 112 1743 
Februar) ea = | a 118 154 | 1344 1154 171 
March............ aes 1163 123 152 135 124 177 
BE rss scwnaie re 1194 131 140 1333 1254 165 
Ts idaccsonen a ee 114 141 144 124 129 | 172 
econ een 2 114 146 137} 119 134 166 
Eder chats nas 118 134 135¢ 126 140 | 1714 
re ae 129 127 123 130 143 
September ae 129 | 124 134 132 | 134 | 
October = 129 130 1494 113, | «#130 =| 
November ..... woe 1294 134 1424 106 139 | 
Decomber | ie a) = i a om 122 134 136 | 1018 | 152 

re \ i700 | ie 119 116 122. | 13) V 14g Vo 123% | 1318 | 
CONSUMPTION OF IRON AND STEEL. _ ie : _ 
January ........ l 96 118 21 65 | 85 100 83 179 106 74 131 87 71 | 73 
February ...... | 105 99 22 68 92 99 78 172 111 53 119° | 78 97 74 
March............ | 102 86 22 71 112 114 82 175 90 83 127 | 87 62 | 78 
BEE cvccsensvss | A 2 | 32 72 96 117 102 162 94 112 125 70 66 | 17 
May 81 — 2 33 65 112 93 —13 134 88 93 117 89 | 76 
June ... 118 5 33 81 93 90 7 129 80 113 112 91 64 | 77 
July 102 12 35 91 95 80 7 122 85 109 76 | 84 §5 | 68 
ee 125 36 38 76 94 716} 38 112 85 121 83 | 14 71 78 
September ..... 123 48 40 63 108 76 14 106 | 78 | 125 97} 74 (| 81 ia 
October .......+ | 76 51 43 52 108 60 534 113 86 111 86 | 89 68 
November .... 55 47 30 50 99 | 764 65 92 72 129 83 | 110 | 73 
December ...... | 140 32 57 70 | 103 | 85 109 102 70 119 105} 95 | 84 
Wear ......... { 102 44 34 68} 100 - 89 57 133 87 1034 105 | 85¢ a er io 
- CONSUMPTION OF COTTON. ooh 
January ........ 200 92 86 110 81} 116 1294 131 90; 117 | 95. | 66 95 79 
February ...... | 180 653 | 91 108 1164 1144 100 115 111} | 894 86} | 53 | 89 93 
| 165 48 86 as 844 119 1144 117 1034 | 1124 | 88 564 944 72 
RS 142 624 89 78 | 77h 1274 112 115} 111 | 108 | 844 | 814 1034 64 
NE ic secsesee | 64 374 100 86 | 113 128 62 106 89 | Olé | 744 | 58} 854 91 
Sees | 124 374 117 76 76 108 87 119 12 109 62 14 80 88 
July 90 73 132 62 95 1264 93 1144 1044 944 50 | 102 90 | 974 
August ......... 714 57 126 80} 83 | 107 93 1234 108 87 | 933 | 74 112 | = 108 
September .... 117 116 1084 86} 94 108 111 133 1044 934 | 504 | 934 91. |. 
October ......... 653 94 99 106 1244 1054 99 1064 97} 103 | 754 68 654 
November ..... 88 94 166 1013 103 115$ 1064 96 | 974 124 | 71} 94 80 
December ...... 85_| 75 | 85 1144 1334 118 694 | 954 | 97 100 72 964 | 855 | i 
WORE «0500050 116 | 71 ~~} ~—«(107 913 | 100 116 98 («1144 «| s(1033 1034 | 75 763 | 89} 
IMPORTS OF RAW MATERIALS. 
January ........ 93 93 69 83 90 123 lll} illo | 82 122 103. | 87— «| 86) 80 
February ...... oI 133 834 69 | 95 94 1174 106 117} | 107 103 106 | 824 | 103 94 
March.. : 112 52 744 99 87 109 106 146 | 1164 107 108 | 96 110 | 103 
BEE os ccs55ss40 | 1064 544 | 79 63 64 106 125 122 | 107 | 123 101 | 102 | 96} 98 
ees 934 56 96 72 119 864 94 105 107 | 110 106 95} 94 109 
ES Fs con | 108 784 111 894 894 105 111 1244 109 | 107% 111 | 106% | 113§ | 1123 
vers | 109 63 944 77 116 924 1144 109 102 1064 1054 | Y 96 | 124 
August ........ 125 634 105 95 1124 90 123 95 109 120 102 | 99 | 110 | 150 
September ..... 99 654 91 92 100} 97 96 119 91 117 93} 854 100 |... 
October ......... 98 60 94 95 111 100 105 105 93 115 99 m1 | eS |. 
November ..... 101 86 95 923 101 111 108 92 1054 119 834 88 | 91 
December ...... 90 69 894 101 117 121 99 85 964 107 974 91 | 914 
ee 1054 69 89 88 100 105 | 108 +| @Qiil 102 113 1014 o1¢ | 98 
IMPORTS OF NON-FERROUS METALS. 
January ........ 67 703 393 92 90 104 107 106 125 123 131 | 107 100, 100 
February ...... 634 | 66 50 92 100 | 108 109 108 1214 115} 1314 | 105 108 | 108 
RR icooosss ess 704 714 414 96 102 104 1154 110 1164 1144 1164 | 100 98 | 106 
ee 72 61 41k 884 106 108 104 106 115 123 118 | 116 89 | 102 
DN csceneaks 703 55 484 894 95 1064 96 1064 113 1294 1114 113 1034 | 106 
IR cee <<esaass 74 374 51 81} 101 1154 88 104 112 1203 126¢ 1233 108 | 100 
DR resconden evs 72 394 60} 89 103 1164 96 105 111 1204 1184 1156 | 101 |... 
August ......... 74 424 72 85 107 110 94 107 106 1194 118 | «#6113 | 95 | 
September ..... 60 52 80} 96 104 106 102 107 109 123 1134 | 108 109 
October ........ | 66 534 85 99 984 107 104 111 1124 121 1164 101 | 993 | 
November ..... 644 a 90 100 964 107 103. | 107 1153 123 121 104 107 | 
December ...... | 674 39 794 91 97 100 98 | 109% | 116 | 127% 1054 90 | % | — 
Terr ........ 684 523 614 914 100 107} 1014 107 {~s1144 1214 | #119 J 108 | 3 
EXPORTS OF BRITISH MANUFACTURES. 
January ..... | 95 83 81 96 923 105 99} 95} 105 1184 { 102 | 714 624 | 624 
February ... | 79 624 77k 83 103 108 107 94 101 101 97 | 614 | 66 | 63 
March... 94 59 80} 823 88 105 1084 106 1144 103 | 96 | 63 67 | 72 
April | 97 67 83 96 100 98} 903 974 107. | = =-1153 | 92 684 74 64 
No oc croes' 99 45 75¢ 97 103 94 764 105 100 rt | 894 654 653 653 
is csdshars 110 44 774 96 104 984 93 108 1144 864 61y | 70 | 674 
DS teense 111 51 844 8li 1054 98 100 96 1054 136 | 90 694 61 | 624 
August ......... 95 57 84 84 100 96 803 104 108} | 1124 774 | 60 60 | 674 
September ..... | 105 674 92 97 99 1014 96 114 105 | 100 | go. | 644 eee x 
October ......... | 88 714 83} 100 974 107 90$ | 94 1094 | 110} | 844 | 634 60 
November ..... | 97 76% 95 95 98 96 91 | 1224 109 | 1084 | 784 62 65 | 
December ...... 77 73 84 95 1024 1064 824 | 101 105 | 103 _ | 68 63 | 66 
Year ......... 953. | 634 83 92 100 i a a a a a a ey, 43 aa 
MOVEMENTS OF SHIPPING. 
January ........ 694 66 77 104 974 1014 1024 105 104 { lille | 1155 { 1004 974 | 100 
February ...... 75 69 844 101 95 102 106 106 108} | 106 | 113 | 1024 | 108% | 104 
March............ 73 65 89 107 100 100 1054 108 108 107 | 108 | 101 93 | 103 
EE scssecseoves 68 51 86 106 101} 100 107 1094 106 1164 | 112 | 1034 | 993 | 101 
BE oseocnasics 65 44 92 101 102 95 574 1044 1054 1124 | 1144 100 90 | 100 
BI oc cicapeun' 70 50} 89 106 98 99 784 | 104 1093 110 | 1104 1064 100 103 
BE shaksesniini 69 61 86 92 101 99 834 | 1023 102 1144 | 108% 103 934 | 100 
August ......... 68 724 95 974 99} 90 es | 1064 1074 116 1084 1004 | 95 | 105 
September 70 76 94 99 100 954 104 1073 11l4 1104 101 | a 
October ......... 594 14 95 103 1004 98} 844 | j00f | 111} | = 1103 106 994 894 
November ..... 66 75 100 101 99 97 85 103. | 109 110 | 103 | 99 | 94 
December ...... 74 79 98 103 103 101 994 102 | 108 107 | 106 | 102 =| 99 | 
Year ......... 69 654 | 904 1013 | 100 984 90} 1044 | 107 lil =( 6109 ~6(COi101S SC 964 
PROVINCIAL BANK CLEARINGS. 
January ........ 130 95 100 104 96 102 102) 99} 106 101 | 954 | 93 | 97) ‘Ici 
1274 86 974 101 97 1004 100 96 | 1003 1023 | 944 oo 91 | 95 
1154 79 96 100 99} 1024 98 99 | 99 1003 | 96 894 95 | 94 
122 853 103 109 100 104 96 99 1054 98 89 | 89 93 | 97 
115 73 1044 99 100 105 90 | 104 102 95 903 | 92 94 100 
113 78 100 110 102 103 934 101 98 101 | 93} | 914 | 944 | 101 
1074 79 99 105 100 100 90 | 103 103 102. | 90} 98 | 109 | 105 
109 93 108 103 102 aes 91 105 974 95 90 974 | 974 | 973 
115 88 97 1004 101 100 914 1014 | 994 98 884 | 86 | 9% | . 
99 83 112 99 100 104 93 110 93 100 873 | 95 107 | 
98 94 102 1003 102 104 || 105 93 99 92 | 88 | 105 | 
December ...... 92 93 97 106 98 1024 92 — et 1023 96 903 | 89) | 92 | 
Year ......... 112 864 101} 102} 100 102¢ 94 oH 100 99 as ee. ee 
LONDON BANK CLEARINGS. Sed ee cars 
January ........ 68} 73 102 98 1063 106 107 105 132 138 134 156 | 5 | 126 
February ...... 70 72 102 1014 101 107 109 113 | 121 135 134 | 146 94 =| 127 
ccone 66 72 98 99 101 104 108} 108% 116 130 152 | 132 | 1153 1224 
BE vacoesseeen 71 74% 116 113 107 96 107 1146 | 130 132 138 | #4134 «| «#118 118 
63% 76 96 102 100 105 110 129 1198 | #119 | 4143 | 153 | 1163 113 
ae 64 753 94 92 100 109 108 106 125> 1244 | #+%145 | #141 =| ~ 119 106 
ME cesannessexs 614 77 95% 96 101 98 108 114 1284 137 1364 144 | = 150 126 
August ......... 63 7 97 95 100 104 ll 114} 120 < 130: 139 138 126 120 
September 63 7 90} 91 | 97 10 9 108 1324 131g | 144 123 | 116 
ber .. 62 80 96 97 91 106 108 123 127% 126 | 139 | 41128 | #154 | 
November 6 82 92 96 102 106 107} 1144 | 118 13606 | 014s 94 | 4118 | 
72 984 89 99 101 1074 104 114 13 1293 | 1314 | 94 106 
as 6 100 104 1073 114 125 131 140 \ 130% 






































[ Index of 
Business Activity. 


(Continued from front page.) 


Imports of Non-Ferrous Metals.—A weighted average of imports 
(by volume) of tin, zinc, lead, copper ore, copper bars and man- 
ganese ore. Corrected for seasonal fluctuation. 


Exports of British Manufactures.—Based on the trade returns, 
corrected by the Board of Trade quarterly index of average prices, 
and for seasonal fluctuations. 


Movements of Shipping.—Includes entrances and clearings of 
foreign-going and general coasting ships. The figures are in net 
tons, and are corrected for seasonal fluctuations. 


Provincial Bank Clearings.—Based on the monthly clearing 
figures, which are divided by the number of working days in the 
month, in order to arrive at an average daily figure. This figure 
is then corrected by the mean of the Economist index of wholesale 
prices and the Ministry of Labour index of the cost of living, and 
further corrected for seasonal fluctuations. 


London Bank Clearings.—Includes the town, metropolitan and 
country clearings, calculated and corrected as above. 


The original intention was to combine these indices in 
an unweighted arithmetical average, trusting to the multi- 
plicity of series to present a true picture. The curve 
printed on page 275 of the Economist of August 5 was, in 
fact, an unweighted arithmetical average of sixteen of 
the eighteen series now included. On reflection, however, 
it was thought that although the general trend of the curve 
might be accurate enough, some of its detailed fluctuations 
were undoubtedly distorted by the sudden movement of 
one or more series whose importance in the economic life 
of the country was considerably exaggerated by the lack 
of weighting. The Index has, therefore, been recalculated 
in the form of a weighted arithmetical average. With 
component series of such widely divergent character the 
assignment of weights is necessarily an arbitrary proceed- 
ing. Four factors have to be borne in mind. In the first 
place, where the index refers to the activity of an industry, 
the size of that industry has to be considered. Secondly, 
some indices which on mere consideration of size would 
receive very small weights, deserve more prominence 
because of their excellence as indicators of the aggregate 
of business activity (e.g., Postal Receipts). Thirdly, some 
indices should receive smaller weights than those to which 
they would be entitled on considerations of size, either 
because they reflect expanding industries and are to that 
extent untypical (e.g., Motor Vehicle Registrations) or 
because they are liable to sudden distortion by temporary 
factors (e.g., London Bank Clearings). Fourthly, some 
indices should have reduced weights owing to their in- 
herent tendency to violent and arbitrary fluctuation (e.g., 
Consumption of Cotton). After balancing these considera- 
tions as well as may be the following weighting has been 
decided upon :— 
Employment 

(Divided as follows: All 

Trades, 4; Heavy Trades, 


1; General Industry, 3; 
Distributive Trades, etc., 


Consumption of Iron and 
Steel 
Consumption of Cotton 
Imports of Raw Materials... 
Imports of Non-Ferrous 
3). Metals 
Consumption of Coal Exports of British Manu- 
Consumption of Electricity factures — 
Merchandise on Railways Movements of Shipping 
Postal Receipts i. Provincial Bank Clearings... 
Motor Vehicle Registrations London Bank Clearings 
Building Activity 


These weights can be grouped as follows :— 


Employment Other Home Industry ..... 
Power 6 Foreign Trade 
Domestic Tradeand Transport 9 Financial 


For the purpose of this grouping, the series Imports of 
Raw Materials, Imports of Non-Ferrous Metals and 
Exports of British Manufactures have been divided equally 
between ‘‘ Other Home Industry ’’ and “‘ Foreign Trade.’”’ 
The chief omission is that of any index of Retail Trade. 
Some consideration was given to the question of construct- 
ing an index from the figures published by the Bank of 
England, but in view of the unusual statistical hazards 
confronting any such attempt and the difficulty of devising 
a suitable index number of prices by which the value 
figures could be corrected, the attempt was abandoned. 
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This lacuna in what is otherwise a very comprehengiy 
index is greatly to be regretted, but we are not withou 
hope that it may be corrected before long. 

In spite of weighting and of the removal of seasop 
fluctuations, the month-to-month movements of the Indey 
are often in large measure accidental. The Index is the 
fore presented in two forms: the actual monthly fig 
and a three-months’ moving average (i.e., an average of 
the last three months). Either form of presentation h 
defects, and to interpret the current movements of the 
Index both must be used together. For reading the his. 
tory of the past, however, the three-months’ moving 
average has obvious advantages, except in circumstanegs 
such as those of May, 1926, when a violently disturbing 
factor is suddenly injected. 

Many indices of Business Activity, especially in th 
United States, are corrected in order to remove the sec 
“trend ’’ or increase. No attempt to remove the trend 
from our Index has been made. The years over which} 
extends do not permit of any assumptions as to the normal 
trend of British business activity. It is worthy of notice, 
however, that a line indicating a steady rate of increase 
of about 1.8 per cent. per annum, starting from June, 
1924, as 100, would run very close to the actual figures 
of the Index in the period January, 1924, to April, 1926, 
and again from August, 1927, to May, 1930. 

It may be objected that the curve underestimates the 
extent of the cyclical swing of the economic pendulum 
and, in particular, that the descent from the relative 
prosperity of 1929 to the depression of 1931-3 is neither 
rapid nor extensive enough. Such criticism can best be 
anticipated by comparing this drop of 15.9 per cent. 
between September, 1929, and November, 1931, with the 
only other published estimate bearing on the same decline, 
that of Mr Colin Clark in his book ‘* The National Ib 
come, 1924-31.’" Mr Clark estimated that the National 
Income in 1929 was 111.4 per cent. of the 1924 figure, and 
that the fall from 1929 to 1931 was 12.4 per cent. The 
average of our index in 1929 was 110.0, and the fall to the 
average of 1931 was 12.5 per cent. The correspondence 
is, in fact, too close, for since Mr Clark’s figures are ex 
pressed in money values the decline shown by them should 
be greater than the decline in our index by as much & 
the general level of prices fell in the period in question. 
It follows either that the decline shown by Mr Clark's 
figures is too small or that that shown by our index is too 
great. We have already (Economist, October 29, 1982, 
page 770) expressed the opinion that Mr Clark’s figures 
give an incorrect impression and the new index sub 
stantiates that opinion. But Mr Clark’s estimates ares 
sufficient indication that our index at least does not under: 
estimate the extent of the decline in activity since 1929. 
Amid so much exaggerated language of ‘‘ breakdown” 
and “‘ catastrophe ’’ it is salutary to observe that the 
general level of economic activity in this country at n 
time fell below 84 per cent. of the highest figure it touched 
in 1929. The average level of the two years 1931 and 1982 
was only 10.6 per cent. below the average level of the 
three years 1927 to 1929. 

Some of the component series can be calculated for the 
years prior to 1924; others cannot. As many as possible 
of the series have been computed for the years 1920-% 
and combined with the same weights as in the table above. 
The resultant index is necessarily tentative, as it omits 
many of the series later available, but for purposes o 
comparison it is shown in a dotted line in the chart on 
pages 4 and 5. 

From much of the foregoing it will be clear that the 
Index is at present in an experimental stage. We 
believe that it gives valuable and interesting results, but 
we are far from claiming for it either perfection of statis- 
tical detail or infallibility of measurement of the pheno- 
mena it sets out to illuminate. We propose to revise it 
from time to time, and, in anticipation of those revisions, 
comments and criticisms will be of great value. 


—— 
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